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VENPOWER LIMITED 


Report to Shareholders 


On behalf of the Board of Directors, it is my pleasure to submit to you 
the annual report of your Company for the year ended June 30, 1979. 


Your Company has completed its first full year in the trust industry 
through its subsidiary Company, Macdonald-Cartier Trust Company, 
which was acquired on June 30, 1978. The basic earnings per common share 
before extraordinary item remained at 3¢ a share even though the actual 
earnings increased from $93,172 to $142,956 because of the additional 
2,000,000 shares issued to acquire the Trust Company. 


The disposal of all four of the remaining apartment buildings resulted 
in a net gain of $1,260,120 resulting in net earnings per common share of 28¢ 
for the year. 


The Trust Company showed a good asset growth as shown in the 
increase in mortgages receivable from $2,359,399 to $22,982,094 and this is 
expected to continue with branch openings scheduled in the coming fiscal 
year. The first branch is scheduled to open in Etobicoke in early 1980 and 
others are expected to follow later. 


On behalf of the Board of Directors 


LY G. N. Farantatos 


Chairman of the Board 


October 31,1979 


VENPOWER LIMITED 


CONSOLIDATED BALANCE SHEET 


ASSETS 
Cash ...cccscsencesesasteceastnoeancnasenetesses'zs este untae suse Beas aeee hata gay te nee a aise ene ee eee 
Government of Canada Bonds 
(market value.— 34254 12)i eco: seeness sees ee eee 
Due from Phi International Inc. =) Note [tee ee 
Prepaid expenses and miscellaneous receivables) 2.20. ...-0:01.-t0scsse-resetace 


Interest accrued 


Mortgages receivable iNotes Hi and x) Geers eecrsres eee reese 


Deferred commissions and fees expense (net of accumulated amortization) 
Income producing properties — Note D 


Land 
Buildings 
Equipment 


Office equipment and leasehold improvements yess coe. eae eres 


Less allowances for depreciation and amortization ...........ccteeseseeceeeeeeee 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


LIABILITIES 


Accounts payable and accrued liabilities sess reeceeeste reese ree eee 
Bank indebtedness — Note: F 20, :cs3 neces ee eee 


Income taxes payable 


Guaranteed investment certificates Note Ge. ener ee ee 
Mortgage standby fees: refundable \cc..ccenee sees eee 
Uneéarned rental income cies es caec eee ee 
Dividends: payable’ siscs<ctcvce tice tetera ste ra ee ee ee 
Mortgages payable.-— Note loses. eee eee ee 


DEFERRED: INGOME TAXES) oeictscce eae ne 


MINORITY INTEREST 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized 


10,000,000 shares without par value 


Issued and fully paid-4,985,511 sharest 1.2. eee eee 


Contributed surplus 
Retained earnings 


Approved on Behalf of the Board: 


J ppilbe , Director 


See notes to consolidated financial statements 


June 30 
1979 1978 

$ 408,200 8 1,185,703 

350,000 —0— 
32,655 3,049, 769: 
102,467 68,516 
178,525 26019 
22,982,094 PACBICER: 
24,053,941 6,688,006 

118,468 —0— 
—0— 1,556,000 
—0— 5,187,506 
—0— 192,604 
—0— 6,936,110 
70,841 26,222 
70,841 G.962,332 
Leis 236,730 
63,066 6,725,602 
$24,235,475 $13,413,608 
o (Oooo 1 & 210,538 

450,000 —0— 
506,752 Oya 

13,376,028 —0— 

24,120 —0— 
—O0— J2920 
—0— ORs Ee 
2,863,601 7,137,098 
17,874,072 8,584,112 
436,686 311,000 
8,145 5,000 
4,463,070 4,463,070 
47,914 4/5904 
1,405,588 EROLICS 
D,J1G.o ee 4,513,496 
$24,235,475 $13,413,608 


peg PETE a: , Director 


VENPOWER LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 


Year Ended June 30 


SEE ee ee 
REVENUE: 
Net income from income producing, properties <.c.-cse-.sncercen-naroecoessesse B 26,7177 93 056, 814 
Propertyomanagement 16€s ieee eee eee renee nace eee MAD ESD —0— 
Interest in COMeH cq cee Ee ek ae ance ee ee ae 1,823,300 305,239 
Other aiconire We pect ea eee Te ie eras een tet ae 32,942 oe 
2,325,398 962,053 
EXPENSES: 
Nortgaveninterest expense er. se ee snes nee nee eee eee 964,999 459,836 
Interest on Guaranteed Investment Certificates. ............001cc0.0-00000es.a-s 652,543 == 
Aimontizationnot Gal Cxcommisslonssan Cletecesmissseeee eee ee erase depOile == 
Administrativerandsotherioperating ex pensesye:..c.o.wreanne ore eee 824,960 306,045 
2,056,111 765,861 
EARNINGS BEFORE INCOME TAXES, 
MINORITY INTEREST AND EXTRAORDINARY ITEM 269,287 196,172 
INCOME TAXES: 
LOUSY gor V1 dna PP eB Rr nh ke AC AMA rene a ite on oi dance adn dR RS tn ener hans NA 89,000 18,000 
|S) So Rear eh im De a eI ru nary aR tek pat ever AS Bc Rise: a etY 37,186 85,000 
126,186 103,000 
JIT) St 8 ao D2 IN DN AS oe ee Ae Re ee ean Be tsp ARN ne NON Oe nh 145 —0— 
EARNINGS BEFORE EXTRAORDINARY ITEM 142,956 OB e 
EST IONOR DIN AR Y ape Ni INO te ALD ere tse cence eatac OM Seca ncn eee mannan a 1,260,120 —0— 
NET EARNINGS FOR THE YEAR $ 1,403,076 g Qi 2 
BASIC EARNINGS PER COMMON SHARE: 
Glove extYAOrcimAary ACEI wi exemay.csensvseteatsc nen lsomnosedsba sat soeenai sac anrngs wrebbnerese 3¢ 5¢ 
INetearnimesi forthe Year ceoncceraen a naveresatassouswatgniebtontdoonsnrcocusnangsateeeeouaene 28¢ 5 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Retained earings at DECimining Ob Veal wesc cies.o-cyncratrannescroneeatee $ pao ed & 1,103,544 
IN@t earmimos forthe: YOAP s.sarctratcennatmeusnpesat evade scdacWts/e<cacetenenvaacenscegscntag 1,403,076 93,142 
ID yisiave Varaa KG 0, « Aah 8 ae, Renee nN reir an a 8G een eiena, sen out pret noaoomnoat eho 0 _(1,194,204) 


$ 1,405,588  § 


See notes to consolidated financial statements 
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Cash at beginning of year 


VENPOWER LIMITED 


CONSOLIDATED STATEMENT OF SOURCES AND USES OF CASH 


SOURCES OF CASH 


From operations: 
Earnings before extraordinary item eos e eeenets nanrene npn ree 
Provision for depreciation and amortization .............cccceeeeeees 
Deferred income taxes: 3.:<s..vs:vsgs-torconr ones tonsvarequs sanosoes cass aeneeees 


TOTAL FROM OPERATIONS 


Extraordinary gain before deferred tax€S ii yncnc sce pntsttens chee rnere ees 
Increase in accolints payable <2. 5.20:ccssreomseeerecesten cenese settee eanteaeeneian ssa 
Barak Loan .cs.cisccsicccsascenesedsenteo on tevedssoicas Madressnaseaasnmte aeenetena ieee pate i ecenre ss 
Increase in income’ taxes payable c7ccccersepeeseeteassarterereees eaten ae 
Issue of Guaranteed Investment Gertilicatess ee eee 
Mortgage standby fees refundable syria este nee accents eastece sien ee eaamene ss vee 
Increase in unearned rental imcOmie: :y2,2eenescee ceseuscnsseweteescestoncrsseaesnesass? 
Increase in mortgages payable <5: tyatecssatenasosac es erincushr ogrseves eeecmaeae er 
Decrease in prepaid expenses and receivables 2. 2..c.s0.1.0-.e..vesenvessaseeuies 
Decrease in amount due from Phi International Ine. ...............e 
Disposal of income producing properties ................. sods cahe Seaes comes 
Proceeds from issue"of Capital Stock: .<-eseeme rere eee eee nee 
Increase in minority imterest’ 22.22. ..-5.-c1-csae cone se seem eee epet era esas cvseenseeeeeeeee 


USES OF CASH 


Increase in mortgages receivable -: capers sce: reeset eee eee teeta 
Purchase of Government-ofGanadal bonds eee eee eee eee 
Increase inzinterestareceivable 2.5 ee eee ee 


Increase in prepaid expenses and other receivables .............:0:c0:e008 
Increase’ in‘deferred commissions’ and feestn..ccex rer en et ee 
Increase in amount due from Phi International Ine. ........... ee 
Decrease in income: taxes payable\t2....2et ee ee ee 
Payment: of dividends 2...) cucesn 2 aco egiee eee eee ee en ee 
Decrease. int mortgagesspayable..«,a-1e,, nutans 


TOTAL USES OF CASH 
DECREASE IN CASH 


CASH AT END OF YEARS 


See notes to consolidated financial statements 


Year Ended June 30 


1979 


$ 142,956 
21,388 


37,186 


201,530 


1,348,620 
443,033 
450,000 
497,000 

13,376,028 

24.120 
=(= 
=0=2 
(= 

3,017,114 

6,699,380 
=O 
3,145 


26,059,970 


20,622,695 
350,000 
153,906 

44,619 
32.520 
33,951 
132,081 
=)= 
=()-= 
1,194,204 


4,273,497 
_ 26,837,473 


777,503 


1,185,703 
$ 408,200 


1978 


$.. 93.172 
- 82,013 


65,000 


260,185 


=) 
90,829 

== 

== 

(= 

—(}= 
575 
1,654,216 
171 

je 

ay (We 
1,495,000 


35,000 


3,505,976 


339,399 
==) 
16,400 
59,248 
=== 
6,535 
=()= 
3,093,492 
22,467 
=()= 
a= (Pe 


SIF1, 01 


31,565 


__ 1,217,268 
$° 1,165,703 


\ 


VENPOWER LIMITED 


NOTES TO CO cll FINANCIAL STATEMENTS 


NOTE A — ACCOUNTING POLICIES 


—~ 


The consolidated financial statements include the accounts of Venpower Limited and its subsidiary 
company Macdonald-Cartier Trust Company as of June 30, 1979 and results of operations for the year 
then ended. 


Depreciation and amortization on equipment and leasehold improvements is recorded using the 
straight-line method based on an estimated life of 10 years. Equipment replacements and renewals are 
expensed. 


Bonds and mortgage loans are stated at amortized cost; discounts and premiums are amortized over the 
term to maturity. 


Commission expenses paid on the sale of Guaranteed Investment Certificates and mortgage finders fees 
paid to brokers for arranging mortgage loans are capitalized and amortized on a straight-line basis over 
the term of the certificate or mortgage. 


The Company follows the tax allocation method of accounting for income taxes under which full 
allowance is made for such taxes on all reported income. Deferred taxes arise from timing differences in 
claiming capital cost allowance in excess of depreciating and claiming mortgage reserves against gains 
on disposal of income-producing properties. ) 


NOTE B — CHANGE OF YEAR END 


The Company intends to change its fiscal year end to October 31 to coincide with the fiscal year end of 
its subsidiary, Macdonald-Cartier Trust Company. The change of year end is to be effective October 
31, 1979 subject to the approval by regulatory authorities. 


NOTE C — ACQUISITION 


Effective June 30, 1978, the Company acquired 99.7% of the outstanding shares of Macdonald-Cartier 
Trust Company from Phi International Inc. The trust company was incorporated on November 30, 
1977 under the laws of the province of Ontario and commenced operations on June 21, 1978. 


As of June 30, 1978, the assets and liabilities of Macdonald-Cartier Trust Company had fair values 
which were equal to their book values. ‘The acquisition has been accounted for by the purchase method. 
Details of the acquisition are as follows: 


Net assets acquired: 


BASE TANG LOVIN) CE POSIUS occa, coset cosce deta stot ey emnaet reer co tomate ontecs ae tiocene rears succomnn ss fe sma ar tece $1,164,394 
Mortgages and other receivables, net of accounts payable .............::ccssseeeeeeees 309,384 
Furniture; fixtures and leaseholdamprovements \ics.c2.....0.0cvaree-otscseatesnettvousssessvaenys 26,222 
1,500,000 

DVARTAIDUNE VOMTLCCT CSE Gs ec concave MN Receey Seege tenet coe er vesnree rn cene sere cet Gaemee terkerscriaee Teneeceeen 5,000 
$1,495,000 


Consideration given: 
2,000,000 shares of capital stock of Venpower Limited ..:c:..0c222...csces-ceceoscnsneoncsnes $1,495,000 


NOTE D — EXTRAORDINARY ITEM 


On August 15, 1978 the Company disposed of all four of its income-producing properties. Details of 
this transaction were as follows: 


Proceeds met.O! disposal, CSUs)... cec.ssssecnececsnssneosvesneadaenie omceresrsevsdeteeenaen ste PuWiee sun rreabeyterestaeem: $8,457,000 
IN G1 OOK VAlUG Of DFOPErties oti ca sacarsctnanstecsanepeeanet oe tects anenWirbseenenNod Mp aszsdsa~asdsnscuey dain defoeot 6,700,380 
GAIN ON DISPOSAL BEFORE INCOME TAXES 1,756,620 

Provision for income taxes: 
GT ip peel nh Sey eee ee eee nS TR ys REPRE crore eg Ciyae a Se ALY Sy ec ee 408,000 
POHL EM 6 vcsnecssacatecenenderunvaeeorsaede wets ee slbeaptetay Remsen aetna ns eee ee tapcakt ag Ppa a Ses Gee Tas sb SaNes re 88,500 
496,500 


NET GAIN $1,260,120 


Income taxes as shown above have been calculated at capital gains rates of approximately 25%. 


The purchaser assumed the balances of the Montreal Trust Company and North American Life 
Assurance mortgages totalling $4,232,705. In addition, the Company has taken back a blanket 
mortgage receivable of $3,708,868, bearing interest at 8'4% per annum and maturing in 1985. 


Income from discontinued rental operations for the year ended June 30, 1979 amounted to $26,717 (for 
the year ended June 30, 1978 — $656,814). 


NOTE E — MORTGAGES PAYABLE 


June 30 
1979 1978 
North American Life Assurance Co. first mortgage loan on land and 
Fo uibd img: cs.ge-. di Sccens caucy te nceusoee ase eduis days nes acgeommegeetacse cesarean $—O— $1,683,634 
Montreal Trust Company first mortgage loan on land and buildings —0— 2,967,229 
United Dominions Investments Limited second mortgage loan on 
land and buildings disposed of in 1978, secured by payments on a 
mortgage receivable. Blended monthly payments $18,377 (principal 
and interest — 12%) through May 30, 1961 Seite oe sse.cecaee sen stese cues 1,677,366 1,700,000 


Lehndorff Management Limited second mortgage on land and 
buildings disposed of in 1977, secured by payments on a mortgage 
receivable. No principal payment until maturity at July 31, 1980. 
Interest was charged at 9% until July 31, 1977 and thereafter at the 
greater of 2% above the prime chartered bank lending rate or 10% 151665239 1,186,235 


$2,863,601 $7,137,098 


The mortgages payable were wrapped around by the blanket mortgage receivable taken back by 
Venpower Limited on the disposal of income-producing properties. 


NOTE F — BANK INDEBTEDNESS 


The bank loan is secured by way of a registered assignment of the mortgages receivable and 349,500 
shares of Macdonald-Cartier Trust Company. 


NOTE G — MATURITIES OF GUARANTEED INVESTMENT CERTIFICATES AND REGISTERED SAVINGS PLANS 


The following are the scheduled maturities of the fixed term Guaranteed Investment Certificates. 


Maturing During the Principal 
Year Ended June 30 Amount Percentage 
1980 Die lee ee) 
1981 40,000 2 
1982 ia 222 ns 
1983 3,204,342 24.0 
1984 and after 9,743,320 129 
$13,376,028 100.0 


NOTE H — ASSETS HELD FOR GUARANTEED ACCOUNT 


Assets in the amount of $14,648,011, principally mortgages receivable (included in Note J) are held by 
the Company’s subsidiary, Macdonald-Cartier Trust Company for its guaranteed trust account. 


NOTE I — AMOUNT DUE FROM PHI INTERNATIONAL INC. (PARENT COMPANY) 


The amount due from Phi International consists entirely of property management fees earned by 
Macdonald-Cartier Trust Company which remain unpaid at June 30, 1979. 


Property management fees earned from Phi International amounted to $277,811 for the year ended 
June 30, 1979. 


NOTE J — MORTGAGES RECEIVABLE 


Mortgages receivable bear interest at rates from 8'4% to 11% and mature as follows: 


|S RS Ba As MRR pee nein Spann crn? rt Nae RA re Re —0— 
POGOe, Sener tarm , eine te tenet fies: ae te Ge $ 861,491 
NOG Lee, se Secccetesces seers ese ee Roe 1,274,952 
OG Jie ier id een, Seer is: San seen hee 4,812,082 
LOGS eget cea een nt ee reer eee a ee 2,641,831 
19O4 ANG fallen ie ace ane eee 13,391,738 
$22,982,094 


NOTE K — INFORMATION REQUIRED UNDER THE CANADA CORPORATIONS ACT 


June 30 
1979 1978 
ENCINID EE OMMCITCCCOLS cere ae cee eager te ae eee ee es 5) 5 
Naa Bers OMOUICEN Sie ere nce ese cae eee en eo ee ee 3 z 
Naina Der Gmolticers who are also CirectOrs.....).¢-<2-e ete eee 3 2 
ReInuUneranonvolroiiccrsras OL iCetsi tenets tee ee eee $83,387 $24,000 
emitmeration of directors as GireCtOrs. as... (J —0— 


NOTE L — RECLASSIFICATION 


Certain June 30, 1978 items have been reclassified to be comparative with June 30, 1979 presentation. 


NOTE — COMMITMENTS 
The subsidiary company leases premises from Phi International Inc. The aggregate minimum rental 
expense over the next five years is approximately $316,000. This commitment is at rates consistent with 
those existing between unrelated parties. 


The subsidiary company has entered into an agreement to lease computer equipment for the next five 
years. Annual rental commitments will be $18,240, commencing July 1, 1979. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


To the Shareholders 
VENPOWER LIMITED 


We have examined the consolidated balance sheet of Venpower Limited as at June 30, 1979 and the consolidated 
statements of earnings, retained earnings and sources and uses of cash for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the consolidated financial position of the Company as at 
June 30, 1979 and the consolidated results of its operations and sources and uses of cash for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


August 24, 1979 Chartered Accountants ras 


VENPOWER LIMITED 


TORONTO, CANADA 


DIRECTORS WILLIAM BAKER 
GERRY FARANTATOS 


MORTON GELBER 
BERNARD KAMIN 
CARL MURANSKY 

OFFICERS GERRY FARANTATOS 222... eee Chairman of the Board and President 
MORTON; GELBER heck eee eee Secretary- Treasurer 
CARL JMURAINSK Varennes Executive Vice-President 


TRANSFER AGENT CANADA PERMANENT 


& REGISTRAR TRUST COMPANY (se. tootconesvsteteomeseniee ees 20 Eglinton Ave. W., Toronto 
SOLICITORS WEIR? & FOULDS caren ewes eee 330 Unwersity Ave., Toronto 
AUDITORS ERNST) Gc WV INN eee rece Commerce Court West, Toronto 


LISTING TORONTO }S LOCKE XGHANG Ee eve rere tee 234 Bay St., Toronto 
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